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“When we speak, the world understands”

The NBS released the CPI report for March on Saturday (April 15) as
scheduled. Contrary to our projection, headline inflation sustained
its upward trajectory, rising by 0.13% to 22.04%. This is the third
consecutive monthly increase and the highest inflation rate since
September 2005.

The sustained uptick in consumer price inflation can be largely
attributed to increases in the price of food and non-food items. The
disruptive and aberrational effects of the initial cash squeeze and
re-infusion of old Naira notes exacerbated inflationary pressures. It
also brings to the fore the difference between inflation expectations
and inflation psychology. The latter is driven by uncertainties
surrounding demand, while the former is based on seasonalities
(planting season).

A breakdown of the data revealed that all annual sub-indices
moved in tandem with headline inflation, except rural inflation. For
instance, month-on-month inflation, a measure of current price
movement, rose by 0.15% to 1.86% (annualized: 24.67%).

Headline Inflation
Rises to 22.04% inMarch

22.04%

Headline inflation
rate forNigeria

Source: NBS, FDC Think Tank
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Most inflation sub-indices increased in March

The food price index increased marginally by 0.1% to 24.45% while core inflation (inflation less
seasonalities) jumped by 1.02% to 19.86%. The spike in core inflation is partly due to the rise in house
rents (higher costs of building materials) and electricity tariff hikes (gradual phasing out of electricity
subsidy). The sustained acceleration in core inflation suggests that inflation risks are elevated.

Rural inflation fell marginally by 0.01% to 21.09% whilst urban inflation rose sharply by 0.29% to 23.07%.
This largely reflects the impact of inflation psychology and planting season. The urban-rural inflation
gap rose to 1.98% from 1.68% in February

Monthly inflation sub-indices increased

All monthly inflation sub-indices (measures the current movement of prices) increased in the month of
March. This partly reflects increased demand due to cash availability.

Annual Inflation Sub-indices February March % Change

Headline inflation (%) 21.91 22.04 0.13

Food inflation (%) 24.35 24.45 0.10

Core inflation (%) 18.84 19.86 1.02

Urban inflation (%) 22.78 23.07 0.29

Rural inflation (%) 21.10 21.09 -0.01

Monthly Inflation Sub-indices February March % Change

Month-on-month inflation (%) 1.71 1.86 0.15

Food inflation (%) 1.90 2.07 0.17

Core inflation (%) 1.06 1.84 0.78

Urban inflation (%) 1.85 2.00 0.15

Rural inflation (%) 1.58 1.72 0.14
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Outlook

Headline inflation is expected to increase in April as aggregate demand increases (Easter
and Ramadan Celebrations). This would be compounded by supply shortfalls owing to the

planting season. The continued acceleration in consumer price inflation increases the
probability of another rate hike at the MPC meeting next month (25bps). The IMF has also

urged the CBN to maintain a hawkish monetary policy stance to rein in inflation.

State by state Inflation

Borno state recorded the lowest inflation rate in March (19.18%), followed by Cross River (19.24%) and
Benue (20.01%). These are major food-producing states. Benue is the Nation’s food basket while Cross
River is the largest producer of rice and Borno is one of the major producers of grains.

The states with the highest inflation rates are Ondo (25.38%), Bayelsa (24.80%), and Lagos (24.66%).
Most of these states are market points.
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Important Notice

This document is issued by Financial Derivatives Company. It is for information purposes only. It does not constitute any offer,
recommendation or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment strategy, nor
does it constitute any prediction of likely future movements in rates or prices or any representation that any such future movements will
not exceed those shown in any illustration. All rates and figures appearing are for illustrative purposes. You are advised to make your
own independent judgment with respect to any matter contained herein.

© 2023.“This publication is for private circulation only. Any other use or publication without the prior express consent of Financial
Derivatives Company Limited is prohibited.”


